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REVIEWS 



DAMIRIS' THE MONETARY SYSTEM OF GREECE » 

The author of this book was a highly gifted, zealous young 
Greek. He won the doctorate both in Athens and in Paris, 
subsequently entered the diplomatic service, and finally be- 
came director of the financial department of the Reparations 
Commission in Vienna, where he died in the autumn of 1921. 
The present work gives evidence of the loss which his country 
as well as his science suffered through his death. In view of 
the great significance of currency questions today, a summary 
of the contents of this careful and lucid study should be of 
interest to American readers. 

After falling to a discount of 80 per cent as compared with 
the French franc in 1895, the Greek drachma gradually re- 
covered. This was facilitated, of course, by the international 
financial control imposed upon the country in 1898. A favor- 
able balance of payments, a reduction of the country's note 
circulation, together with the increase in the world's gold 
stock, brought about a rise in the value of the drachma, till it 
eventually, in 1909, was for a time quoted at par with the 
French franc. (Damiris, vol. i, p. 48.) Now it was a question 
of devising means of stabilizing this value, lest a further in- 
crease in the value of the country's money should hamper its 
export trade. On March 19, 1910, therefore, an amendment 
to the bank law, proposed by the vice-president of the Bank 
of Greece, Valaoritis, was adopted by the Dragoumis ministry, 
authorizing the bank to expand its note issues in proportion 
to the increase in its holdings of gold or gold bills. From that 
date, it purchased from private citizens bills payable in gold 

1. Damiris, Christo T., Le Systeme Monetaire Greo et le Change. Paris, Giard & 
Co., 1920, three vols., pp. 303, 359, 238. 70 fr. 
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abroad, paying in bank notes, and sold the foreign bills thus 
acquired at an advance of one and one-half per cent to 
traders in need of them, thereby retiring the notes previously 
issued, which meanwhile had been covered by the gold bills. 

This innovation resulted in no alteration in the course of 
exchange, because the additional notes, under the given ex- 
change rate, were completely covered, and because their 
quantity was at the same time proportioned to the monetary 
needs of trade. The note issue remained elastic — it ex- 
panded during periods favorable to exports and contracted 
during the periods of wheat imports; and the currency re- 
mained stable — because the bank bought foreign bills at par 
and released them again at a slight advance. In this way the 
gold reserve of the bank was replaced in part by claims upon 
foreign countries. In case of a protracted balance against 
Greece these credits would have been exhausted; moreover, 
if any of the debtor countries had gone on an inconvertible 
basis, the foundation of this note issue would likewise have 
been greatly weakened. 

During the Balkan War, 1912-13, the bank took up foreign 
bills, paying the state in notes, as it did private individuals 
who sold them; exchange remained at par. The currency 
system was sound and functioned undisturbed on the basis of 
the system just described. 

During the World War there arose a scarcity of foreign 
bills payable in gold, and the currencies of the belligerent 
countries depreciated compared with neutral funds. The 
Bank of Greece therefore prudently ceased to quote exchange 
on New York and reduced its credits in western Europe in 
favor of credits in the United States. The balance of pay- 
ments remained favorable as a result of the large profits 
earned by the country's shipping. The volume of notes in 
circulation in Greece had, it is true, increased three and one- 
half fold from 1914 to 1919, but the note circulation in both 
France and Italy had increased five and one-third fold, and 
the notes issued under the law of 1910 gave a command on 
credits in dollars. The situation was rendered serious, how- 
ever, by the fact that the sums allotted to Greece by the 
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Allies were in terms of francs and pounds, whose price was 
falling, and that they consisted of credits upon which Greece 
would not be entitled to realize until six months after the 
termination of the war. In addition there were the material 
effects of the World War on Greece. This country like others 
restricted the export of capital, while the submarine warfare 
hampered shipping and commerce. Consequently the 
domestic demand for foreign bills declined, so that the ad- 
ditional notes did not flow back to the bank, but remained in 
circulation, intensifying the rise of prices already occasioned 
by the general scarcity of commodities. 

After the collapse of the Central Powers, Greece had to re- 
main under arms and hold her troops at the disposal of the 
Entente. The government was compelled to cover its need 
for notes by internal loans and bank loans. The war had re- 
duced the country's stocks of goods, and consequently the 
balance of trade became more and more unfavorable. More- 
over, the Greek banks undertook to finance the imports of 
Jugoslavia, Rumania, and the sections of southern Russia 
occupied by the Allies. So the country's dollar credit reserve 
collapsed and it had only English and French government 
credits to rely on. The bank had to sell dollar funds to in- 
terested parties and itself received only pounds and francs, 
whose value in terms of dollars was falling. 

At the beginning of 1920 the law of 1910 was fundamentally 
changed by order of the government : the foreign credits still 
available could be utilized only for certain purchases ap- 
proved by the government. In practice they were reserved 
for the government's needs in the way of foreign coal, petro- 
leum, cereals, frozen meats, and other necessaries. The issue 
of notes against bills was still allowed for the needs of com- 
merce, but the sound basis was taken from the notes. The 
drachma then declined parallel with the pound and later 
parallel with the French franc. The currency depreciated and 
lost its stability, so that all commercial relations were con- 
stantly upset and took on an aleatory character. On the 
basis of these developments the author advocated a return to 
an improved form of the system of 1910. Above all he urged 
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an additional gold cover for the notes issued on the security of 
foreign credits. It also seemed to him doubtful whether the 
Greek system could be made the foundation of a system of 
international notes, as had been suggested. 

The system introduced in 1910 was an interesting modern 
experiment in the field of currency. It is instructive and sug- 
gestive for the theory of the gold exchange standard, with the 
other forms of which the author compares the Greek currency 
from 1920 to 1910. Herein lies the theoretical value of his 
work. 

EUGEN P. SCHWIEDLAND. 
Vienna, Austria. 



